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July 12, 2006 
 
 
TO:  Local Agency Formation Commission 
 
FROM: Executive Officer 
  Assistant Executive Officer 
 
SUBJECT: Proposed Banning Ranch Sphere of Influence Amendment  
  (SOI 06-20) 
__________________________________________________________________ 
 
 
APPLICANT: 
City of Costa Mesa, by City Council resolution. 
 
PROPOSAL: 
The City of Costa Mesa is requesting a sphere of influence amendment for 
465 acres of unincorporated territory which comprises a portion of 
Banning Ranch.  The territory is currently within the City of Newport 
Beach sphere of influence.  Banning Ranch is located between the Cities of 
Costa Mesa and Newport Beach, east of the Santa Ana River, south of 19th 
Street, and north of Pacific Coast Highway. (See Exhibit A on page 6 of 
this report.)  The property is currently separated from the City of Costa 
Mesa on the west, north and northeast by a one-foot wide strip of 
property that was annexed to the City of Newport Beach in 1950.  The 
request would change the territory’s sphere from the City of Newport 
Beach to the City of Costa Mesa. 
 
BACKGROUND: 
Currently undeveloped, Banning Ranch has been used for oil extraction 
purposes over the last 75 years.  The ultimate use of the Banning Ranch 
property is yet to be determined – the property owner of Banning Ranch, 
Newport Banning LLC, is currently exploring development options for 
the property through the City of Newport Beach. One potential alternative 
under consideration is development of a portion of the site with 
residential uses, limited retail commercial uses and a small hotel.   
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The northeastern portion of Banning Ranch is located immediately adjacent to the City 
of Costa Mesa’s Westside “revitalization area” and the City’s West 17th and West 19th 
Streets “dead-end” at the Banning Ranch property line.  The City of Costa Mesa’s 
application indicates the following primary reasons for their sphere of influence 
amendment request: 

 
• Primary vehicle access to Banning Ranch will be through City of Costa Mesa 

streets and neighborhoods, specifically West 17th and West 18th Streets. 

• City of Costa Mesa municipal services, including police and fire, can be logically 
extended to Banning Ranch from the City’s existing street network and 
neighborhoods. 

• The City of Costa Mesa will ensure adoption of land use planning goals and 
implementation measures for Banning Ranch that are consistent with the City’s 
current Westside revitalization strategies. 
 

ANALYSIS: 
The 1950 “strip annexation” to the City of Newport Beach has prevented LAFCO from 
seriously considering long-term municipal service provision for Banning Ranch from 
any agency other than the City of Newport Beach.   To date, this situation has not been 
problematic because the property has remained undeveloped and in oil production for 
the past 75 years.  Public access to the site is restricted and few municipal services have 
been required to serve the property. 

 
However, that situation may be changing.  Given the site’s coastal location and ocean 
views, combined with the County’s continuing demand for new housing, the current 
property owner is now exploring development opportunities for the site.  If the site 
develops, municipal services must be extended to serve new residents and/or 
businesses.  Because the property is located between both cities, it is unclear which city 
could provide services most efficiently and cost effectively.    
 
One- Foot Strip Limits Options 
With the approximately 9,841-foot long (slightly less than two miles), one-foot wide 
strip of Newport Beach in place, however, approving the City of Costa Mesa’s request 
cannot lead to eventual annexation of the property to either Costa Mesa or Newport 
Beach for the following reasons: 
 

• If the Commission places the property in the Costa Mesa SOI, the one-foot strip 
of Newport Beach prevents annexation to Costa Mesa because the property is 
non-contiguous.  State law (Government Code Section 56742) precludes a city 
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from annexing non-contiguous territory unless the property is owned by the city 
and used for municipal purposes.   

 
• Annexation of Banning Ranch to the City of Newport Beach is also precluded if 

the Commission places the property in the Costa Mesa SOI.  Annexation to a city 
first requires that the property be located within that city’s SOI.  The City of 
Newport Beach cannot annex territory located in the Costa Mesa sphere. 

 
One option to allow for meaningful discussion between all parties on service provision 
to Banning Ranch is for the City of Newport Beach to detach approximately 2,380 feet 
(less .5 mile)  of the  one-foot strip as shown on Exhibit B on page 7 of this report.  The 
detachment, recommended by staff as condition of approval on the City of Newport 
Beach’s request to annex West Santa Ana Heights (also being considered by your 
Commission today),would allow all parties to identify the full range of service options 
and service providers available for Banning Ranch. 
 
ALTERNATIVE COMMISSION ACTIONS 
There are several options available for the Commission to consider when evaluating the 
City of Costa Mesa’s request for a sphere change for Banning Ranch.  Key options are 
summarized below, followed by staff comments on each alternative. 
 

Options: 
 

1. Approve the City of Costa Mesa’s sphere of influence amendment request   
 for Banning Ranch, changing the territory’s SOI from Newport Beach to   
 Costa Mesa.  This option would preclude annexation of Banning   
 Ranch to either Costa Mesa (property is non-contiguous to the City)  
 or to Newport Beach (property must be in city’s sphere to be   
 annexed). 
 
2. Deny the City of Costa Mesa’s sphere of influence amendment request for   
 Banning Ranch.  This option respects the existing sphere of influence  
 boundary for Banning Ranch that has been in existence for 30 years   
 and allows for eventual annexation of the property to the City of   
 Newport Beach. 
 
3. Deny the Costa Mesa’s sphere of influence amendment request for    
 Banning Ranch, and place the Banning Ranch territory in a LAFCO   
 sphere of influence “study area.”   This alternative  postpones any   
 decision on a sphere of influence change in Banning Ranch pending  
 future discussions by LAFCO, the landowner, the City of Newport   
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 Beach and the City of Costa Mesa regarding long-term service   
 delivery for Banning Ranch.   

  
ENVIRONMENTAL REVIEW 
The City of Costa Mesa, as lead agency, has determined that the proposed annexation is 
categorically exempt from the California Environmental Quality Act (CEQA).  A copy 
of the City’s environmental determination is included as Attachment 1 for the 
Commission’s review. 

 
LETTERS OF COMMENT 
Four letters of comment (Attachments 2 through 5) were received by staff and are 
summarized below: 

 
City of Newport Beach:  The City of Newport Beach comment letter (Attachment 2) 
opposes the sphere of influence change for Banning Ranch.  The letter references the 
one-foot strip of incorporated Newport Beach that surrounds portions of Banning 
Ranch and discusses efforts in the City’s existing and proposed General Plan to 
identify land use designations for Banning Ranch.  The letter also cites the ability of 
the City to provide both access and municipal services to the territory. 

 
City of Costa Mesa:  The City of Costa Mesa, in response to the City of Newport 
Beach’s comment letter (referenced above), indicates that the one-foot strip of 
Newport Beach should not preclude LAFCO from considering an extension of Costa 
Mesa’s municipal services to Banning Ranch.  The City supports a “partial” 
detachment of the 1-foot strip that would allow existing development to remain in 
Newport Beach, cites vehicular access opportunities to Banning Ranch from the City 
as well as an array of nearby municipal services.  The City’s comment letter is 
included as Attachment 3. 

 
Newport Banning LLC:  As “surface owners” of Banning Ranch, Newport Banning 
LLC states in their comment letter (Attachment 4) that detailed planning work for 
the Banning Ranch property has only recently begun.  The letter indicates that 
Newport Banning LLC has been working with the City of Newport Beach as the 
City continues work on its 20-year General Plan update, but would like to have an 
opportunity to explore all options for provision of public services to their property. 

 
Mesa Consolidated Water District:  Mesa’s comment letter (Attachment 5) indicates 
that the district has adequate water transmission and distribution pipelines adjacent 
to Banning Ranch that can serve the area. 
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RECOMMENDATIONS: 
 
Staff recommends that the Commission: 

 
1.   Certify that the Commission has reviewed and considered the information 

contained within the City of Costa Mesa’s environmental determination as 
described in Attachment 1. 
 

2. Deny the City of Costa Mesa’s sphere of influence amendment request at this 
time, and place the Banning Ranch territory into a LAFCO sphere of influence 
“study area” pending completion of facilitated discussions between LAFCO and 
the Cities of Costa Mesa and Newport Beach.  
 

 
  
 
_______________________     _____________________ 
JOYCE CROSTHWAITE     BOB ALDRICH 

 
 
 
 
 
Exhibits: 
 
A. Banning Ranch Location Map 
B. Banning Ranch – Proposed Detachment Area 
 
Attachments: 
 
1. Categorical Exemption (Costa Mesa) 
2. Comment Letter – City of Newport Beach 
3. Comment Letter – City of Costa Mesa 
4. Comment Letter – Newport Banning LLC 
5. Comment Letter – Mesa Consolidated Water District 
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Exhibit A – Banning Ranch Location Map 
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Exhibit B – Proposed Detachment of 1-foot Segment of Newport Beach 



AAttttaacchhmmeenntt  11  ––  

CCaatteeggoorriiccaall  EExxeemmppttiioonn  
((CCiittyy  ooff  CCoossttaa  MMeessaa))  

 





AAttttaacchhmmeenntt  22  ––  

CCoommmmeenntt  LLeetttteerr,,  
CCiittyy  ooff  NNeewwppoorrtt  BBeeaacchh  

 







AAttttaacchhmmeenntt  33  ––  

CCoommmmeenntt  LLeetttteerr,,  
CCiittyy  ooff  CCoossttaa  MMeessaa  

 







AAttttaacchhmmeenntt  44  ––  

CCoommmmeenntt  LLeetttteerr,,  
NNeewwppoorrtt  BBaannnniinngg  LLLLCC  

 









AAttttaacchhmmeenntt  55  ––  

CCoommmmeenntt  LLeetttteerr,,  
MMeessaa  CCoonnssoolliiddaatteedd    

WWaatteerr  DDiissttrriicctt  
 






